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I  should  feel  fortunate,  indeed,  today  if  for  no 
other  reason  than  the  privilege  and  opportunity  which 
the  occasion  affords  to  meet  with  so  large  and  repre- 
sentative a  gathering  of  the  members  of  an  associa- 
tion so  great  in  numbers,  so  potential  in  far  reaching 
influence,  and  so  intimately  concerned  with  the  tre- 
mendous motive  power  carrying  forward  the  vast  com- 
mercial and  credit  operations  of  this  great  country  of 
ours.  I  am  fortunate  in  the  honor  of  a  place  on  the 
program,  and  particularly  fortunate  in  the  topic  which 
you  have  assigned  me,  since  it  happens  to  be  a  subject 
which  for  a  number  of  years  has  engaged  miy  absorb- 
ing interest,  and  to  which  I  have  given  much  thought. 
And  last,  but  not  least,  I  feel  especially  fortunate  that 
T  am  able  to  incorporate  into  my  text  the  following 
resolutions  adopted  by  the  annual  meeting  of  your 
board  of  directors,  in  session  at  Kansas  City,  Missouri, 
September  21st  and  22nd,  germane  to  this  subject: 

''The  officers  and  directors  of  the  National  Associa- 
tion of  Credit  Men,  in  annual  meeting  assembled,  view 
with  deep  interest  a  growing  tendency  toward  the  sub- 
stitution of  trade  acceptances  for  open  accounts  as  a 
form  of  commercial  credit,  and  record  their  belief  that 
trade  acceptances  present  conveniences  and  economies 
which  should  appeal  to  the  encouragement  and  support 
of  commercial  credit  grantors. 


''Trade  acceptances,  as  a  form  of  liquid  credit,  are 
favored  by  the  Federal  Reserve  Board  as  a  class  of 
commercial  paper  acceptable  for  rediscount  at  Federal 
Reserve  Banks,  and  the  trade  acceptance  system  would 
eliminate  certain  serious  evils  which  have  developed 
with  the  increase  of  commercial  credits  on  an  open 
account  system,  and  of  which  the  unearned  discounts, 
the  abuse  of  sales  terms  and  the  assignment  of  accounts 
receivable  are  the  more  prominent. 

"The  officers  and  directors  of  the  National  Associa- 
tion of  Credit  Men,  in  annual  meeting  assembled, 
recommend  to  the  National  Banking  and  Currency 
Committee  that  there  be  considered  very  seriously  an 
effort  to  amend  the  Federal  Reserve  Act  so  that  mem- 
ber Banks  of  the  system  may  be  allowed  to  accept 
drafts  arising  from  the  sale  and  delivery  of  merchan- 
dise in  domestic  transactions,  a  power  similar  to  that 
which  the  Act  allows  member  banks  in  transactions 
arising  from  the  importation  or  exportation  of  mer- 
chandise. In  the  judgment  of  your  committee,  this 
form  of  paper  would  aid  domestic  transactions  in  the 
sale  and  delivery  of  merchandise  and  be  acceptable  for 
rediscount  at  attractive  rates  of  interest. 

''The  officers  and  directors  of  the  National  Associa- 
tion of  Credit  Men,  in  annual  meeting  assembled,  in 
Kansas  City,  September  21  and  22,  1915,  desire  to 
record  their  appreciation  of  the  conservative  attitude 
expressed  by  the  Federal  Reserve  Board  in  adopting 
and  promulgating  regulations  for  member  banks  of 
the  Federal  Reserve  System,  which  indicates  obviously 
a  deep  desire  upon  their  part  to  prevent  inflation  in 
the  nation's  banking  and  currency  affairs,  and  to  estab- 
lish sound  bases  for  our  commercial  credits". 
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Under  these  conditions  I  not  only  feel  assured  in 
advance  of  a  responsive  audience,  but  what  seems  to 
nie  of  the  utmost  importance,  I  am  addressing  an 
organization  which  has  within  itself  the  necessary 
machinery  to  take  the  initiative  in  a  practical  way — 
and  unique  among  all  other  organizations — in  estab- 
lishing reforms  in  the  credit  system  of  this  country, 
of  such  far  reaching  importance  as  to  fairly  stagger 
the  imagination. 

So  much  has  been  said  in  a  purely  academic  and 
abstract  way,  in  the  great  volume  of  discussion  con- 
cerning a  thorough  renovation  of  our  banking,  cur- 
rency and  credit  systems,  within  the  last  few  years, 
that  it  seems  almost  superfluous  to  say  the  time  has 
passed  by  for  theories  and  generalization,  and  in  the 
progress  of  events  we  have  now  arrived  at  an  epoch 
so  momentous  in  the  affairs  of  the  world  that  the  need 
for  advanced  constructive  measures — or  what  has  been 
aptly  termed  "National  Preparedness'' — in  order  to 
bring  the  entire  resources  of  the  country — industrial, 
economic,  banking  and  credit — to  the  highest  possible 
degree  of  organization  and  efficiency,  to  meet  the  prob- 
lems and  embrace  the  opportunities  of  the  future,  loom- 
ing up  so  great  before  us,  insistently  demand  concerted 
action. 

Underlying  everything  else,  the  scientific  organiza- 
tion, development  and  regulation  of  our  credit  sys- 
tem— the  lifeblood  of  commerce  and  industry — is  vital. 
If  then  you  would  put  a  just  estimate  upon  your  oppor- 
tunities and  your  responsibilities,  you,  the  National 
Association  of  Credit  Men — who  collectively  orginate, 
determine  and  control  the  great,  silent,  invisible  force — 
Credit — governing  the  motions  of  commerce,  agricul- 
ture, industry;  of  armies  and  navies,  and  government 
itself;  involving  in  the  greatest  and  most  minute 
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particulars  the  welfare  of  every  individual  and  the 
destinies  of  your  country — cannot  consistently,  with 
these  responsibilities,  deal  with  a  question  involving 
fundamental  and  basic  principles  and  constructive  re- 
forms, merely  from  a  narrow  point  of  view.  You  must 
necessarily  take  a  broad  view  of  the  entire  range  of 
the  subject.  It  is  entirely  within  your  province,  by 
concerted  action  at  this  time,  to  establish  foundations 
of  credit  so  wise  and  sound  as  to  give  to  succeeding 
generations  a  cornerstone  comparable  to  what  our  fore- 
fathers gave  us  politically  in  the  Constitution. 

For  more  than  a  half  a  century  the  American  people 
have  labored  under  a  banking  and  currency  system,  and 
a  commercial  credit  system,  amazingly  crude  and  in- 
efficient in  essential  respects,  and  it  must  be  admitted 
that  they  have  clung  tenaciously  to  habits  of  ancient 
origin,  refusing  to  profit  by  their  mistakes  and  dis- 
astrous experiences,  and  their  progress  toward  the 
enlightened  and  scientific  standards  of  European 
countries  has  been  painfully  slow.  Sufficient  to  say 
that  the  enactment  of  the  Federal  Reserve  Law  was  a 
long  step  forward  in  the  correction  of  these  conditions, 
but  so  far  little  or  no  progress  has  been  made  in  the 
direction  of  transforming  the  dead  capital  representing 
the  vast  volume  of  trade  credits  in  the  form  of  book 
accounts,  into  self-liquidating  commercial  credit  paper 
available  for  the  payment  of  debts  and  as  a  basis  of 
bank  credits,  and  through  that  medium,  in  connection 
with  the  facilities  now  afforded  by  Federal  Reserve 
Banks,  of  note  issues  and  cash  reserves.  We  need  a 
more  general  understanding  of  the  vital  principle  under- 
lying our  new  banking  system — that  a  sound  commer- 
cial credit  in  negotiable  form  is  available  capital  and 
what  it  means  to  have  a  financial  system  through  the 
medium  of  which  trade  credits  can  be  promptly  con- 
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verted  into  cash.  It  is  in  the  mobility  of  our  credits 
that  we  are  not  up  to  the  mark.  It  is  in  this  respect 
that  the  trade  acceptance,  bank  acceptance  and  open 
discount  markets  as  employed  in  the  operations  of  ad- 
vanced European  systems,  supply  something  we  still 
lack  in  our  system,  and  until  this  condition  is  remedied, 
our  banking  system,  both  as  regards  domestic  and  for- 
eign operations,  v\all  continue  to  lack  effectiveness  and 
we  will  continue  to  suffer  from  an  inestimable  amount 
of  lost  motion,  and  from  all  the  abuses  which  have 
grown  up  with  our  present  system. 

In  the  limited  time  at  my  disposal  I  cannot  attempt 
to  discuss  this  subject,  as  I  should  like  to  do,  with  the 
exhaustiveness  which  it  demands;  but  I  can  at  least 
pass  briefly  over  some  of  the  faults  which  the  resolu- 
tions of  your  board  of  directors  indicate  are  sufficiently 
well  recognized  to  require  no  elaborate  discussion  at 
my  hands.  I  will  revert  to  these  in  order,  from  a  Trade 
point  of  view ;  from  the  standpoint  of  the  Banker,  and 
lastly,  with  respect  to  International  Exchanges  and 
our  commerce  with  foreign  countries. 

Under  our  open  account  system  the  merchant  is 
compelled  to  conduct  the  operations  of  his  business  in- 
volving carrying  the  accounts  of  his  customers  to  an 
unreasonable  extent.  He  is  compelled  to  do  this  usually 
solely  on  his  own  credit  and  through  the  medium  of 
his  single  name  paper  discounted  with  his  bankers  or 
sold  through  brokers  in  the  open  market.  Owing  to 
lack  of  accurate  knowledge  or  visible  means  of  know- 
ing the  character  of  credits  extended  by  him — and  to 
the  inconvertibility  of  the  latter — it  has  come  to  be 
quite  a  settled  principle  that  in  order  to  have  a  satisfac- 
tory credit  footing  his  statements  should  show  a  large 
margin  of  safety  in  quick  assets  of  this  character  over 
liabilities — usually  in  the  proportion  of  two  for  one, 
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or  more.  No  matter  how  sound  his  credits,  he  must 
preserve  this  proportion  to  float  his  single  name  paper 
successfully,  whereas  were  these  credits  converted  into 
liquid  double  name  paper  through  the  medium  of 
acceptances  or  notes,  if  all  conditions  were  sound  they 
would  be  immediately  available  and  all  this  large  degree 
of  lost  motion  eliminated.  If  they  were  unsound  or 
of  inferior  quality,  it  would  become  manifest,  with  the 
result  of  properly  curtailing  his  credit  accordingly.  For 
that  reason  merchants  would  be  more  careful  in  extend- 
ing credits  to  customers,  there  would  be  less  loss  and 
fewer  failures;  it  would  to  a  large  extent  correct  an 
evil  which  has  come  frequently  under  my  observation, 
viz. :  that  in  active  competition  of  business  many  whole- 
salers and  jobbers  extend  unreasonable  lines  of  credit  to 
a  certain  class  of  small  retail  merchants,  particularly  in 
small  country  towns,  who  operate  principally  on  the 
credit  extended  them  by  rival  firms,  and  with  little  or 
no  visible  capital  of  their  own.  This  means  slow  col- 
lections and  bad  debts,  and  this  class  of  customers  in- 
variably assign  short  crops,  poor  collections,  the 
European  war,  or  any  other  conceivable  excuse,  which 
may  seem  most  plausible,  for  their  inability  to  pay,  and 
have  to  be  carried  over.  It  would  strongly  curb  the 
pernicious  practice  of  over-selling  and  over-buying. 
Buyers,  knowing  that  their  obligations  would  be 
discounted  and  their  credit  put  to  the  test,  would 
be  more  alive  to  the  necessity  of  meeting  their 
obligations;  would  be  more  prudent  in  selling 
on  credit;  more  careful  in  taking  on  no  larger  lines 
of  merchandise  than  they  could  sell;  more  certain 
of  their  collections,  and  therefore  more  able  to  pay 
their  debts.  Hence  the  curse  of  over-expansion,  and 
the  growing  mass  of  credits  which  do  not  liquidate  at 
times  and  seasons  when  they  should  liquidate,  would 
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receive  a  salutory  check.  The  strain  on  the  merchants 
and  bankers  would  be  diminished,  and  the  credits  of 
the  entire  country  placed  on  a  safer  and  sounder  foot- 
ing. Through  the  medium  of  the  acceptance  the 
correctness  of  the  account  would  be  immediately  estab- 
lished, at  the  same  time  many  of  the  troubles  growing 
out  of  return  of  goods  before  maturity  date,  counter- 
claims, set-offs,  etc.,  would  be  eliminated,  and  the 
expense  and  difficulty  of  proving  up  claims  in  case  of 
suit  would  be  simplified  since  at  present  the  burden 
of  proof  rests  entirely  on  the  seller.  Not  only  would  col- 
lections be  vastly  improved,  but  the  expense  of  collection 
and  carrying  on  business  greatly  reduced.  The  amount 
of  capital  required  proportionate  to  volume  of  business 
would  be  lessened  in  the  proportion  that  trade  credits 
could  be  made  available  for  the  payment  of  debts.  The 
country's  credits  would  be  automatically  cleared,  off- 
setting each  other,  reducing  the  strain  on  merchants 
and  banks  in  times  of  crop  movements  and  expanding 
business,  and  carrying  on  commerce  and  industry  with 
a  minimum  of  cash,  credit  and  gold  reserves.  Could 
you  imagine,  for  example,  the  enormous  amount  of 
cash  that  would  be  required  to  make  the  country's 
daily  settlements  if  checks  were  not  cleared  against 
each  other  through  the  medium  of  the  country's 
clearing  houses?  In  theory  the  same  principle  applies 
here. 

I  will  not  stop  to  discuss  the  evil  of  assigned 
accounts,  referred  to  in  your  resolutions,  as  you  are 
sufficiently  familiar  with  all  the  phases  of  that  subject, 
and  your  resolutions  indicate  you  regard  the  acceptance 
system  as  the  remedy. 

The  Trade  Discount  System,  and  the  abuses  which 
have  grown  up  under  it,  in  the  keen  competition  of 
today,  are  so  well  known  to  you  that  even  if  I  had  the 
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time  available  to  discuss  it  in  all  of  its  ramifications, 
it  would  be  but  an  iteration  of  an  oft  told  tale,  and  I 
feel  I  could  shed  no  new  light  on  the  subject.  It  is  a 
system  abounding  in  inconsistency,  unfairness,  abuse 
of  credit  terms;  costly,  economically  unsound,  and 
working  hardships  in  turn  on  sellers,  buyers  and  the 
general  public.  I  believe  it  owes  its  origin  to  the  bad 
trade  and  credit  conditions  existing  at  the  close  of  the 
Civil  War,  by  reason  of  which  merchants  and  manu- 
facturers sought  to  reduce  their  outstandings  to  the 
minimum  by  offering  heavy  trade  discounts  for  prompt 
settlement  in  cash.  Like  the  National  Bank  Act  and 
other  war  measures,  it  served  a  temporary  purpose, 
but  is  incongruous  and  indefensible  today.  It  stands 
to  reason  that  trade  discounts  far  larger  than  ordinary 
interest  rates  can  only  be  granted  by  placing  corre- 
spondingly higher  prices  on  goods.  This  is  iniquitous 
to  the  small  buyer,  who  is  oftentimes  a  sounder  and 
better  risk,  though  not  discounting  his  bills,  than  the 
big  buyer  in  supposedly  high  credit,  for  after  all  it  is 
the  latter,  in  case  of  failure,  on  whom  heavy  losses  are 
made.  This  system  places  too  heavy  a  tax  on  the 
ultimate  consumer  and  is  economically  wrong.  Good 
little  merchants  are  entitled  to  legitimate  trade  credits 
on  fairer  terms.  The  Nation  is  vitally  concerned  from 
an  economic  point  of  view  in  helping  small  merchants 
to  buy  and  sell  cheaper,  and  thus  reducing  the  cost  of 
living  to  the  masses. 

A  system  of  discriminating  credits,  fostering 
prompt  collections  and  liquidation,  checking  over- 
selling and  over-buying,  is  manifestly  superior  to  a 
system  of  reckless  selling  on  a  higher  price  basis, 
figured  to  cover  heavy  losses  and  slow  collections. 
From  an  economic  point  of  view  we  have  seen  that  the 
effect  of  the  latter  on  the  masses  of  the  people  is  to 
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make  credit  too  cheap,  foster  over-buying,  extrava- 
gance and  waste;  create  a  general  laxity  in  meeting 
just  obligations,  and  too  large  a  percentage  of  uncol- 
lectible accounts.  Nothing  is  more  important  to  the 
welfare  of  State  and  Nation,  as  a  basis  of  the  whole 
credit  structure,  than  a  thrifty  people  saving  something, 
paying  their  debts,  and  receiving  the  benefit  of  the 
economic  production  and  distribution  of  the  necessaries 
of  life,  engendered  by  general  conditions  of  thrift  and 
w^ell  regulated  economic  processes. 

You  know  all  about  the  ''Discount  Grabbers"  and 
the  oftentimes  unfair  methods  of  large  and  strong 
buyers;  and  other  evils  too  numerous  to  mention,  so  I 
will  not  dwell  longer  on  this  subject.  I  only  desire 
to  add  that  even  under  the  trade  discount  system  as  it 
now  exists,  it  would  be  a  tremendous  accomplishment 
if  acceptances  were  required,  closing  invoices,  in  all 
cases  where  discounts  for  cash  are  not  availed  of,  as 
this  would  at  least  render  these  credits  liquid  and  con- 
vertible, which  is  of  the  highest  importance.  Some 
inducements  might  be  offered,  possibly  in  terms  of  sale, 
to  bring  this  about,  but  these  are  questions  for  your 
combined  wisdom  to  determine.  It  should  be  capable 
of  accomplishment,  for  we  have  the  object  lesson  of 
generations  of  usage  in  older  countries,  as,  for  instance, 
Germany  and  France,  and  have  seen  what  tremendous 
things  can  be  accomplished  in  their  industrial,  com- 
mercial and  financial  operations  and  domestic  econ- 
omies— not  only  in  times  of  peace  and  prosperity,  but 
notably  at  the  present  time,  under  the  frightful  burdens 
of  the  European  War — with  the  medium  of  an  elastic 
and  highly  organized  system  of  circulating  trade 
credits  and  bankers  bills  of  exchange,  in  conjunction 
with  the  well  nigh  unlimited  absorptive  capacity  of 
their  broad  discount  markets. 
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In  passing  it  may  be  apropos  to  remark  that  the 
importance  of  these  discount  markets  grows  out  of  the 
immense  volume  of  these  credit  instruments  in  circula- 
tion and  it  is  interesting  to  note  for  what  small  amounts 
these  bills  are  taken  and  the  smallness  of  the  general 
average.  I  saw  a  statement  in  print  recently  that  in 
France  about  one-half  the  trade  bills  in  circulation  aro 
in  amounts  of  not  more  than  $20.,  and  that  out  of  a 
total  aggregating  over  Three  Billions  of  Dollars  dis- 
counted in  one  year  by  the  Bank  of  France,  the  average 
was  only  about  $100.  Some  of  these  bills  are  in 
denominations  as  low  as  only  $1. 

These  figures  indicate  how  far  reaching  this  system 
extends,  in  all  the  minutiae  of  commercial  transactions. 

I  may  here  also  remark  that  under  the  banking  sys- 
tems of  no  other  country  in  the  world,  where  credit 
forms  a  basis  of  currency,  is  single  name  paper  accept- 
able to  banks  of  issue,  while  on  the  other  hand  double 
name,  self-liquidating  trade  paper  is  universally  re- 
quired, and  the  Bank  of  France  requires  at  least  three 
names. 

Here  I  would  like  to  touch  briefly  on  the  subject  of 
Bank  Acceptances,  mentioned  in  your  resolutions. 

If  our  banking  laws  could  be  amended  to  give  us 
even  to  a  partial  and  limited  extent  the  facility  of 
domestic  bank  acceptances,  w^hich  have  been  for  genera- 
tions a  remarkably  efficient  and  indispensable  factor  in 
the  beautifully  working  European  systems,  the  useful- 
ness of  this  form  of  credit  extension  could  hardly  be 
exaggerated.  Under  this  system  our  main  com- 
modities— cotton,  grain  and  the  like — could  be  held  in 
storage  and  marketed  gradually,  financed  in  a  simple 
and  expedient  manner  in  the  meantime  by  bank  accept- 
ances drawn  against  same,  secured  by  the  commodities 
mentioned,  with  ample  margins  and  insurance,  pre- 
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venting  the  forced  sale  of  such  commodities,  with 
demorahzation  of  prices  at  unfavorable  seasons,  thus 
obtaining  for  the  communities  which  produced  them, 
better  average  prices  and  more  prosperous  conditions, 
thereby  safeguarding  all  commercial  credits  and  obtain- 
ing general  and  complete  liquidation  of  debts  with  the 
movement  of  commodities  to  market.  It  is  imprac- 
ticable at  present  for  the  banks  in  the  great  money 
centers  to  extend  direct  credit  to  the  innumerable  small 
borrowers  needing  help.  They  can  only  extend  credit 
to  the  country  banks  for  re-loaning,  but  this  does  not  go 
far  enough,  as  the  smaller  banks  are  limited  to  the 
loan  of  their  own  funds,  and  in  their  borrowing,  and 
soon  become  over-extended  and  cannot  make  any  more 
loans;  but  if  without  tying  up  their  own  funds  they 
could  give  validity  to  self-liquidating  paper  of  this 
kind,  by  accepting  it,  charging  a  small  commission  for 
this  service,  such  bank  acceptances  could  be  used  in 
various  ways  in  liquidation  of  debts.  The  acceptances 
of  the  strono^er  institutions  would  find  a  readv  market 
at  low  rates  in  the  open  money  markets  and  the  re- 
mainder would  be  absorbed  by  banks  familiar  with  the 
credit  standing  of  the  acceptor,  and  in  various  channels 
nearer  home;  and  in  the  last  resort,  the  small  country 
merchant  with  a  draft  secured  by  cotton  or  grain,  for 
instance,  and  with  the  acceptance  of  his  local  bank — 
no  matter  how  small  either  he  or  the  accepting  bank 
might  be,  or  how  local  their  credit — would  have  some- 
thing which  he  could  use  to  liquidate  his  debt  to  the  man- 
ufacturer and  wholesaler,  who  would  be  thus  secured 
and  in  a  position  to  realize  funds  immediately  for  their 
own  needs,  through  their  ability  to  discount  such  ac- 
ceptances readily  with  their  endorsements,  at  lowest 
rates.  This  would  certainly  be  preferable  to  carrying- 
open  accounts  of  unknown  value,  which  could  only  be 
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collected  by  forcing  the  sale  of  products  at  ruinous 
prices,  or  perhaps  not  collected  at  all.  Banks  with 
whom  these  acceptances  were  rediscounted  could  in  turn 
rediscount  them  as  needed  with  the  Federal  Reserve 
Banks,  and  the  result  would  be  that  commercial  credits 
would  be  liquidated  by  bank  credits,  and  bank  credits 
liquidated  automatically  by  the  movement  of  commodi- 
ties to  market.  By  the  use  of  this  machinery  the  open 
money  markets  and  all  the  banking  organizations  of 
the  country  would  be  made  practically  available,  in  sup- 
port of  crop  movements  and  trade  expansion.  The 
country's  volume  of  currency  and  credit  would  expand 
and  contract  automatically  and  naturally,  and  general 
equilibrium  would  be  maintained. 

In  a  country  of  such  vast  distance  as  ours,  bank 
acceptances  would  furthermore  be  as  useful  as  they  are 
in  our  commerce  with  foreign  countries.  Merchants 
transacting  business  across  the  continent  would  be  re- 
lieved of  the  burdens  of  tedious  credit  investigations 
if  their  customers  whose  credit  is  local  but  firmly  estab- 
lished at  home,  could  purchase  goods  under  letters  of 
credit  guaranteeing  the  acceptance  of  their  home  banks. 

If  any  of  these  suggestions  seem  to  you  theoretical 
or  impracticable,  investigation,  I  hope,  will  convince 
you  that  these  methods  are  standard  and  have  stood 
the  test  of  time  with  convincing  results  all  over  the 
world,  especially  in  the  great  nations  of  Europe. 

In  the  discussion  of  these  instruments  of  credit,  and 
the  manifold  advantages  obtainable  under  our  new 
banking  laws  and  the  improved  credit  system,  it  is  well 
for  us  to  seriously  realize  at  this  juncture,  however, 
that  no  laws  or  systems,  or  anything  else,  will  avail  any- 
thing to  relieve  us  from  the  penalties  and  consequences 
of  rash  and  foolish  extensions  of  credit. 
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In  conclusion,  if  you  will  permit  me  to  indulge  my 
imagination,  I  will  picture  briefly  my  conception  of  a 
system  and  conditions  not  impossible  in  the  future. 

Imagine  a  country  of  vast  area,  wealth  and  popula- 
tion, unlimited  productiveness  and  every  variety  of 
climate,  industry  and  natural  resources — a  country 
bounded  by  the  Atlantic  Ocean  on  the  East,  the  Pacific 
on  the  West,  and  the  Gulf  of  Mexico  on  the  South,  and 
situated  as  no  other  country  of  the  world  is  or  ever  was, 
for  unrestricted  commerce  to  and  from  its  shores;  a 
country  whose  Constitution  is  a  Magna  Charter  of 
individual  liberty  and  political  freedom;  a  country  of 
enlightened  thought,  progressive  and  superior  average 
population;  a  country  whose  agricultural  products 
alone  are  of  an  estimated  annual  value  of  in  the  neigh- 
borhood of  Ten  Billions  of  Dollars,  or  more  than  the 
aggregate  of  the  gold  reserves  of  all  the  great  nations 
combined ;  a  country  whose  banking  power,  on  Govern- 
ment estimates,  is  in  excess  of  Twenty-five  Billions  of 
Dollars ;  a  country  having  a  stock  of  gold,  as  a  founda- 
tion for  its  credit  operations,  of  over  Two  Billions  of 
Dollars,  or  as  much  as  any  other  two  great  nations 
combined  ever  had,  at  any  time ;  a  country  with  its  vast 
and  growing  volume  of  self-liquidating  trade  credits 
vitalized  and  made  live  capital  in  the  form  of  bills  of 
exchange,  circulating  and  available  for  practical  pur- 
poses, as  an  auxiliary  currency  in  lieu  of  money. 
Imagine  immense  volumes  of  prime  commercial  credits, 
representing  the  liquidation  of  domestic  and  foreign 
commerce,  transformed  by  the  acceptance  of  powerful 
banking  institutions  into  standardized  credit  instru- 
ments having  a  ready  market  in  any  country  in  the 
world.  Imagine  great  discount  markets,  representing 
the  combined  wealth  of  the  Nation,  silently,  swiftly  and 
surely  absorbing  such  bills,  coming  from  all  parts  of 
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the  world.  Imagine  a  Federal  Reserve  Banking  System 
controlled  by  the  Government  and  backed  by  the  re- 
sources of  the  Nation,  prepared  to  instantly  convert 
commercial  credits  into  circulating  currency,  to  meet 
any  requirement  or  emergency.  Imagine  a  maximum 
of  efficiency  and  economy  and  a  minimum  of  dead 
capital,  loss  and  expense,  in  commercial  operations 
Imagine  a  vast  reservoir  of  available  credit  arising 
from  such  .a  system,  for  the  development  of  our  own 
resources,  the  extension  of  our  foreign  commerce  and 
the  development  of  other  countries  needing  our  aid. 
Imagine  the  increase  in  our  population  and  wealth  under 
these  conditions.  Imagine  the  tremendous  potentiality 
of  the  Federal  Reserve  Bank  system  in  regulating 
money  rates,  international  exchanges  and  the  outflow 
and  inflow  of  gold.  Imagine  a  country  with  scientific 
and  economic  methods  of  agricultural  diversification, 
conservation  of  soil,  timber  and  other  resources,  of 
scientific  and  well  regulated  production  and  distribu- 
tion, of  great  industrial,  manufacturing  and  transpor- 
tation organizations,  adequately  financed,  well  regu- 
lated and  with  Governmental  co-operation.  Is  this  a 
day  dream?  NO!  It  is  merely  the  result  of  the  com- 
bination of  our  national  advantages  with  the  scientific 
systems  employed  for  generations  in  other  countries. 

I  realize  the  difficulties  in  bringing  all  these  things 
about.  As  in  the  renovation  of  our  banking  system, 
there  will  be  inertia,  indifference,  lack  of  comprehension 
and  of  confidence.  There  will  be  ancient  prejudices, 
strongly  entrenched.  It  is  hard  to  give  general 
popularity  to  radical  and  upsetting  innovations.  Un- 
doubtedly many  concerns  of  strong  capitalization,  high 
credit  and  the  ability  to  borrow  on  their  plain  paper 
at  low  rates,  will  prefer  to  continue  doing  business  the 
old  way.   Some  will  be  afraid  of  losing  their  customers, 
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others  will  hope  to  gain  customers  from  those  making 
such  innovations.  It  is  hardly  likely  that  at  the  outset 
the  idea  of  rediscounting  their  receivables  will  find 
favor  with  many  of  those  whose  habits  of  thought  and 
reasoning,  formed  under  present  credit  standards, 
might  arouse  apprehensions  that  this  would  unfavor- 
ably affect  their  credit. 

Many  difficulties  will  be  encountered  and  progress 
can  only  be  accomplished  by  education  and  concerted 
action.  It  will  require  the  steady  pressing  of  the  seal 
upon  the  wax  to  mold  public  opinion.  The  initiative 
must  be  taken  primarily  by  those  selling  the  goods  and 
extending  the  credit.  Bankers  can  render  strong  as- 
sistance by  following  the  lead  of  the  Federal  Reserve 
Banks  giving  preferential  rates  to  double  name  trade 
paper  over  a  single  name  paper.  Banker's  bills  will 
naturally  command  still  lower  rates,  gauged  by  the 
strength  of  the  accepting  institution. 

If  you  do  not  believe  the  thing  can  be  accomplished, 
take  for  your  motto,  "What  mortal  man  hath  done, 
mortal  man  may  do".  If  I  shall  never  see  the  realiza- 
tion of  the  picture  I  shall  always  work  for  it. 

I  believe  as  a  nation  we  are  standing  on  the  thresh- 
old of  great  opportunities,  and  have  abiding  faith  we 
will  prove  equal  to  the  occasion.  Nothing  is  requisite 
but  better  organization  and  improved  methods  to  make 
this  great  country  of  ours  in  time  the  greatest  creditor 
nation  in  the  world. 

''Heir  to  all  the  ages 

And  foremost  in  the  files  of  time''. 
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